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Executive Summary

Introduction

This Development Trends and Implications memo is intended to highlight a variety of key trends that will be explored in
more detail in another memo to determine the specific opportunities for Sherwood West. It is not intended to answer
the question of what Sherwood West can be; instead, it serves to provide a baseline summary of high-level findings
from existing City of Sherwood planning documents and the current land use, transportation, and development
conditions in the greater Sherwood area.

The Economic Opportunities and Challenges memo that will follow this memo will provide more specific information
about assets, opportunities, constraints, economic development strategies, options for long-term job creation, and
recommended land uses in Sherwood West.

This memo is organized as follows.

e Planning Document Summary. The memo includes summaries of two existing City of Sherwood planning
documents: the Housing Needs Analysis (HNA) and Economic Opportunities Analysis (EOA). The HNA and EOA'
provide information about supply and demand for residential, commercial, and employment lands in the City of
Sherwood over 20 years. As both documents are policy-oriented and based on regional growth rates, there may
be additional or different opportunities for Sherwood West that will be discussed in the Economic
Opportunities and Challenges memo that follows. The summary of these documents in this memo, therefore,
reflects just one perspective that may require an updated assessment.

e Development Trends. It also summarizes the team'’s evaluation of recent land use, transportation, and
development conditions that impact Sherwood West, including new/pending developments in King City West,
River Terrace, and Cooper Mountain, residential and employment growth areas in Sherwood (Brookman and
Tonquin), and other development trends in Sherwood.

The key findings from this memo include the past development trends that offer insights into future development
prospects for various land uses in Sherwood West, the key takeaways from the HNA and EOA.

Past Development Trends

The development trends of the past can provide an insight into the current and emerging opportunities for new growth.
Relative to many other cities in the Portland metropolitan region, Sherwood’s building stock is quite new, with most of
the buildings constructed during the mid-to-late 1990s and early 2000s. During this time, construction activity was

" The 2018 EOA was not adopted by City Council. It is simply included in this memo to highlight baseline conditions.
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dominated by single-family residential homes, industrial, and retail. While single-family residential construction declined
significantly going into and since the recession of 2007-2008, construction activity for industrial and retail space has
remained relatively high. Multifamily construction has been limited but consistent over the past three decades. And
construction activity for office, healthcare, and hospitality space has been very limited, although new and emerging
trends may result in growth opportunities, particularly for Sherwood West.

ES-1. City of Sherwood Residential Units and Square Feet of Development by Decade Built

Multifamily

Year Built SFR Units Units Industrial Office Retail Health Care Hospitality
Pre-90s 672 225 177,139 29,319 164,187 0 0
'90 to '00 2,844 256 709,574 38,265 107,812 52,893 0
‘00 to ‘10 1,655 261 332,881 127,036 402,803 0 0
10 to 20 349 249 626,206 20,000 327,462 0 70,993
Total 1,668,661 185,301 838,077 52,893 70,993

Source: Costar, Metro RLIS (SFR Data)
Below is a summary of the trends relating to each real estate development sector.

e Employment (office, industrial). The industrial sector has generally been shielded from the worst effects of the
COVID-19 pandemic, and rapid growth in demand for distribution facilities has spurred significant new
investment activity. There are trends and opportunities on which Sherwood may capitalize, including
automation, shifting consumer behaviors (e.g., ecommerce), the emergence of the “hub and spoke” offices, and
the electrification of vehicles. Sherwood's office market is locally oriented, and construction and absorption
have been limited. It has been more than 10 years since an office project was delivered and the pandemic
remains a major disrupter to the economy at large and creates uncertainty in the development and investment
community. The Tonquin Employment Area (TEA) is Sherwood's primary growth area for new employment.
Several industrial buildings totaling 535,000 square feet are in various phases of planning and development at
the T-S Corporate Park—the first project since the creation of the concept plan in 2010. Other projects are in
the early stages of planning in the TEA, per the City, including plans for multi-tenant industrial buildings
totaling 900,000 square feet on 60 acres and project interest on 30 acres that was recently annexed and an
adjacent 20 acres. Between these prospects and additional interest in new development in the TEA, there is
reason to believe that most of the 200 acres of usable land in the TEA will be accounted for sooner than was
originally anticipated in the 2018 EOA.

e Retail/Commercial. New construction has averaged approximately 50,000 square feet annually over the past
five years, although nothing has been built in the past year since the COVID-19 pandemic began. Except for
Parkway Village South (described below), there is very little new development in the pipeline and Sherwood
does not appear to face a burgeoning wave of development supply pressure. With that said, investment in new
retail typically follows household growth; in the southwest Portland metropolitan region, there are several large
growth areas expected to generate significant demand for new retail services and amenities. Sherwood West
may capitalize on this increased demand and capture a portion through new development.

e Residential. Significant growth in the population aged 55 and over has given rise to the growing demand for
certain housing types, including apartments, assisted living facilities, and small-format single-family detached
and attached residential. Sherwood'’s owner-occupied housing market is considered competitive, with a sale-to-
list price ratio of around 101.3 percent and averaging less than 20 days on the market before going pending.
Apartment occupancy is currently at 95.9 percent—close to the five-year high—indicating demand for new
development.
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Sherwood West is one of several planned expansions in the southwest metro region. Others include Tigard River
Terrace, Beaverton Cooper Mountain, and King City West. How and when these areas develop will directly impact the
market and compete with the study area. However, it is expected that these areas will be predominately residential with
limited commercial and employment development. As Sherwood West develops, there may be increasing opportunities
for it to be a sub-regional hub for employment. There may also be opportunities to add retail services, but we expect
the primary trade area for these other southwestern growth areas to be oriented to the north and east, rather than to
Sherwood.

The following table summarizes the scale of planned development in each of these expansion areas.

ES-3. Summary of Planned Development in SW Metro Region Expansion Areas

Expansion Area Planned Commercial / Employment Planned Residential

Tigard River Terrace 25,000 to 40,000 sq. ft. (building area) 2,587 units (about 1,200 units built to date)
1.0

Tigard River Terrace 10 to 30+ gross acres of employment and/or | Up to 4,500 total units

2.0 commercial uses

Cooper Mountain 10-acre main street commercial South CM: 3,430 units; Urban Reserve Area:
(CM), Beaverton Est. 80,000 to 120,000 sq. ft. (building area) 3,760 units; North CM: 300 units

King City West Est. 54,000 to 85,000 sq. ft. (building area) 3,576 units

Planning Document Summary

The table below highlights the strengths, weaknesses, opportunities, and land supply and demand considerations
described in Sherwood's EOA and HNA. These documents offer a potentially conservative depiction of the supply and
demand factors for employment and residential growth in the City of Sherwood over the next 20 years.

While this information is helpful context, it is important to recognize that the documents reflect conditions at a certain
point in time that are based primarily on an agreed-upon projected growth rate. Given that Sherwood is a relatively
small city compared to most others in the Portland metropolitan region, modest developments can have significant
impacts on employment and household growth. Growth could be further impacted by a proactive approach by the City,
causing businesses and developers to locate in planned employment centers in Sherwood West beyond what was
forecasted in each document.

There are, therefore, limitations to these documents which necessitate a fresh look at opportunities for Sherwood West.
Because both the EOA and HNA are policy-based documents that follow a required framework, neither provides a
discussion of emerging trends that may serve as opportunities for Sherwood West, nor do they include a complete
depiction of the development pipeline in Sherwood, particularly for industrial projects. The remainder of this
memorandum, as well as the next Economic Opportunities and Constraints memo, will revisit this baseline information
and explore more specific opportunities and constraints for Sherwood West.
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Table 1. Summary of Key Planning Documents

Economic
Strengths

Suitable attributes for attracting new
business.

Proximity of new residential growth areas.
High quality of life.

Economic Opportunities Analysis Housing Needs Analysis

Strong residential growth, particularly in
younger families and senior populations.
Relatively high incomes compared with the
rest of the Metro region.

Economic
WEETGESYES

Congestion and the distance from I-5 hinder
both industrial and residential prospects.
Lack of infrastructure in new growth areas.
Reliance on Tonquin Employment Area for
meeting industrial land needs.

Relatively high proportion of single-family

detached housing relative to other housing
types

Reliance on development of the Brookman
Area for meeting residential land needs.

Opportunities

Citywide growth potential in the industries of
manufacturing, professional and business
services, wholesale, and visitor and resident
services.

Population growth will drive growth in retail
businesses.

Ageing population driving demand for
smaller single-family housing, multifamily
housing, and housing for seniors.

The growth of younger and diversified
households is likely to result in increased
demand for a wider variety of housing.

Land Supply &
Demand

Sherwood had 242 acres of unconstrained
employment land in 2018, of which half is in
the Tonquin Employment Area (TEA).
Employment growth is projected to drive
demand for 86 gross acres of industrial land
and 85 gross acres of commercial land.
Sherwood has a 24 gross acre surplus of
industrial land and a 57 gross acre deficit of
commercial land. The surplus is, in reality,
much less given the new development
coming online.

Land base can accommodate 65 percent of
forecasted population growth.

Limited supply of land for moderate- and
higher-density multifamily housing, causing
a barrier to the development of townhouses
and multifamily housing, which are needed
to meet housing demand resulting from the
population growth of seniors, young
families, and moderate-income households.

Source: City of Sherwood

Economic Opportunities Analysis

The 2018 EOA is “an analysis of the community's economic patterns, potentialities, strengths, and deficiencies as they
relate to state and national trends.”

The primary goals of the EOA are to:

(1) project the amount of land needed to accommodate the future employment growth within the Sherwood City
Limits and employment land areas in the Urban Growth Boundary (UGB), namely Tonquin Employment Area
and Brookman Annexation Area, between 2019 and 2039;

(2) evaluate the existing employment land supply within Sherwood to determine if it is adequate to meet that

need; and

(3) fulfill state planning requirements for a twenty-year supply of employment land.

While the EOA provides an indication of the strengths and weaknesses for job creation and highlights specific
opportunities for Sherwood West, it is important to note that the Sherwood City Council decided not to adopt the 2018
EOA and to make updates closer to the adoption of the Comprehensive Plan. The reasoning for not doing so was
primarily due to discrepancies between the rate of employment growth projected in the EOA and by Metro. Other
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information provided in the EOA, such as broader economic trends and land availability, are still relevant and are
discussed here.

The key points of the 2018 EOA are as follow. It is important to emphasize that this section simply summarizes what the
EOA indicates, rather than a comprehensive discussion of the specific opportunities for Sherwood West.

Land Supply and Demand

The EOA included a discussion of land supply for employment and commercial development. Key findings are listed
below (all findings are as of 2018).

e In 2018, Sherwood had 242 acres of unconstrained land?, 141 of which is vacant and 101 of which is potentially
redevelopable (i.e., underutilized but not vacant sites). Nearly 60 percent of the vacant land (and 40 percent of
the redevelopable land) is in the Tonquin Employment Area (TEA). Most were sites less than five acres, nine sites
were between five and 10 acres, and three were larger than 10 acres, including just one 50+ acre site in the TEA
and two 12-acre industrial sites. Small industrial sites are considered an issue by the City and its economic
development partners; the Metro Employment Land Site Readiness Tool Kit describes smaller sites with multiple
owners and limited infrastructure as a regionwide issue in the Portland metropolitan area.

e  While there has been little new development since the 2018 assessment for the EOA, anecdotal evidence from
the City of Sherwood indicates a more constrained land supply than what is portrayed in the EOA. Sherwood
West has a potential opportunity to capitalize on regional demand for large industrial sites, particularly given
the aforementioned regionwide shortage.

e Sherwood's employment base was 8,340 jobs in 2018. The EOA forecasts 11,785 jobs by 2039, an increase of
3,446 that is projected to result in the demand for 86 gross acres of industrial land and 85 gross acres of
commercial land.

e Industrial. Most of the buildable vacant employment land in Sherwood is designated as industrial as opposed
to commercial, retail, or other types of employment. Sherwood has a supply of 110 acres of suitable land
designated for industrial uses, which is a forecasted surplus of 24 gross acres over 20 years, per the analysis
conducted for the EOA. There is a greater surplus with the addition of the TEA and the Brookman Addition.

e Commercial. Sherwood has 28 acres of land designated for commercial uses. The employment forecast projects
demand for 85 acres of commercial land. Sherwood has less commercial land than the City is projected to need
over 20 years, with a deficit of 57 gross acres of commercial land.

e  Future Development. Sherwood has 172 acres of land designated for employment uses in future development
designations in the Tonquin Employment Area and Brookman Annexation Area. In total, this land is likely to
sufficiently meet both industrial and commercial demand over the next 20 years. However, if the rate of
development increases as expected beyond what was forecast in the EOA, there will likely be a shortage of
appropriate sites—particularly sites in excess of 10 acres—for employment growth in the City of Sherwood,
thereby creating development opportunities in Sherwood West. These opportunities will be further explored in
the Economic Opportunities and Constraints memo.

Sherwood’s Economic Strengths and Weaknesses

The EOA included several strengths and weaknesses that affect Sherwood's ability to attract and accommodate job
growth. A summary is provided below.

2 The physical constraints used in the Sherwood buildable lands inventory includes areas subject to landslides, areas with
slopes greater than 25%, lands within the 100-year flood plain, Metro’s Title 3 land (including Water Resource Conservation
Areas), lands within Metro's Title 13 Habitat Conservation Areas (Class | and II, A and B), Wetlands, and public facilities.
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Strengths

Sherwood’s attributes that may attract businesses are its location along Highway 99; quality of public facilities
and services; general availability of vacant land serviced by utilities?; quality of schools; and overall quality of
life.

Proximity to new residential growth areas—including the areas along the Roy Rogers Corridor north of
Sherwood West—may increase demand for services and employment for new nearby residents. The growth
expected in these areas is summarized later in this memo.

High quality of life due to the Tualatin River National Wildlife Refuge, cultural amenities and events, and access
to high-quality education and medical care, among other factors.

The region’s high-quality natural resources present economic growth opportunities for Sherwood, ranging from
agriculture and wineries to amenities that attract visitors and contribute to the region’s high quality of life.
Proximity to Wine Country offers potential opportunities for manufacturing, hospitality, commercial, and other
uses.

Weaknesses

The current transportation network is considered a disadvantage for both residents commuting to jobs (both in
and out of Sherwood) as well as businesses that need a distribution route to access the region. Several
transportation projects, including the widening of Roy Rogers Road and Tualatin-Sherwood Road, may improve
the prospects of attracting new industrial, technology, and commercial users to Sherwood. These opportunities
will be explored more in the Economic Opportunities and Constraints memo.

Distance from -5 is a disadvantage for attracting some types of businesses, such as warehouses and
distribution or manufacturers that need close access to I-5 for heavy freight.

There is a lack of infrastructure needed to support employment growth on large vacant sites.

Opportunities for Sherwood West

The EOA describes several economic trends and opportunities that could apply to the Sherwood West area. These are

described below.

Growth in population in Sherwood will drive modest growth in retail businesses, including commercial centers
and neighborhood retail. It should be noted that the 2018 EOA did not specifically reference the potential
opportunities and the new market dynamics that will arise as a result of the substantial new household growth
along the Roy Rogers Corridor to the north. While this new growth is unlikely to increase demand for retail
businesses in Sherwood, there are likely to be opportunities for additional employment development that
capitalizes on Sherwood West's proximity to this sizeable talent base.

Approximately 1,719 new jobs (83.5 percent of total new jobs) in Sherwood are expected to require vacant or
partially vacant land. The forecasted growth of 1,719 new employees will result in the following demand for
employment land: 61 gross acres of industrial, nine gross acres of retail commercial, and 41 acres for office and
commercial services.

Approximately 16.5 percent of jobs in Sherwood are located in residential plan designations, including 12
percent of industrial, 15 percent of retail, and 21 percent of office and commercial service employment. Over 20
years it is expected that the proportion of employment located in residential areas will remain the same. These

3 Anecdotal information provided by the City of Sherwood indicates that utility service throughout the City is
inconsistent, with some existing industrial parks and infill location lacking the necessary utility services. The constrained
capacity of existing services can be a barrier to economic growth and detrimental to development prospects.
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jobs include home offices for industrial employment, such as construction companies and office and
commercial medical offices, or small personal service businesses such as banks or hair stylists.

e The industries identified as having potential for growth in Sherwood include manufacturing, professional and
business services, wholesale, and services for visitors and residents.

o

Manufacturing. Sherwood’s attributes may attract manufacturing firms, such as Technology and
Advanced Manufacturing, Machinery Manufacturing (Metals and Machinery), and Clean Tech.
Professional and business services. Sherwood's high quality of life, access to quality schools, existing
population and business base, and location within the Portland region may attract professional and
business services that prefer to locate in a smaller city like Sherwood, such as Software and Media,
Clean Tech, Athletics and Outdoors, and other services.

Wholesale. Sherwood's access to Highway 99 may make the city attractive to the continued growth of
wholesale businesses.

Services for visitors. Growth in tourism, especially related to agriculture and wineries, will drive
demand for services for visitors such as specialty retail, wine tasting rooms, restaurants, and hotels.
Services for residents. Growth in population in and around Sherwood will drive the growth of
businesses that serve residents, such as medical services, legal services, financial services, retail,
personal services (e.g., barbers), and restaurants.

The following table is also from the 2018 EOA and shows the concentration of Sherwood’s existing businesses by
industry. The bolded industries have a high location quotient* (i.e., highly specialized compared to national employment
in the industry), high employment (i.e., have more than 200 employees in Sherwood), and higher than average wages in
Sherwood. These industries have the highest growth potential, given existing businesses and the higher concentration

of employment.

With that being said, the table is a summary of Sherwood in 2018 and does not reflect an exploration of potential
growth industries. Sherwood has up to now been attractive to certain types of industries, yet there is an opportunity to
encourage the growth of industries that may not currently exist but see Sherwood as a competitive location in the
Portland metropolitan region. For example, while most economic growth is due to the expansion of existing businesses,
the City may be able to capitalize on the demand for large sites in excess of 50 acres that are in short supply in the

region.

4 Location quotients are ratios that allow an area's distribution of employment by industry, ownership, and size class to be
compared to a reference area's distribution. If an LQ is equal to 1.0, then the industry has the same share of its area
employment as it does in the nation. An LQ greater than 1 indicates an industry with a greater share of the local area
employment than is the case nationwide.
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Table 2. Concentration of Industries and Employment, City of Sherwood, 2016

High Employment Low Employment

el e Waste management and remediation services e  Construction of buildings
Location B Specialty trade contractors e Real estate .
Quotient N Heavy and civil engineering construction e Wholesale electronics markets and agents and
¢ Machinery manufacturing brokers
e Merchant wholesalers, durable goods e  Plastics and rubber products manufacturing
e Building material and garden equipment and e Personal and laundry services
supplies dealers
e Amusement, gambling, and recreation industries
e General merchandise stores
e Food and beverage stores
e Food services and drinking places
Low e Merchant wholesalers, nondurable goods e  Professional, scientific, and technical services
Location B Miscellaneous store retailers e Ambulatory health care services
Quotient Truck transportation e  Utilities
e Administration and support services
e Nursing and residential care facilities
e  Social assistance

Source: Oregon Employment Department, QCEW, 2016 (Table recreated from EOA)

Housing Needs Analysis

Sherwood'’s HNA provides a factual basis to support future planning efforts related to housing, including concept
planning for Sherwood West and the update and revision of the City's Comprehensive Plan policies. The most recently
completed HNA for the City of Sherwood provides analysis through twenty years from 2019 — 2039.

Demographics

According to the HNA, Sherwood has experienced rapid population growth since 1990, reflecting its situation as a major
growth area on the edge of the Portland metro. Growth has consistently outpaced Washington County and the Portland
Metro region. While the population is aging on average, Sherwood has started to attract a greater proportion of
younger people and more households with children. The population is also becoming more ethnically diverse.

The aging of the population is likely to result in increased demand for smaller single-family housing, multifamily
housing, and housing for seniors. The growth of younger and diversified households is likely to result in increased
demand for a wider variety of affordable housing appropriate for families with children, such as small single-family
housing, townhouses, duplexes, and multifamily housing.

Sherwood households also have relatively high incomes compared to the rest of the Metro region, which affects the
type of housing that is affordable. Income is a key determinant of housing choice.
Housing Stock

Sherwood's housing stock is predominantly single-family detached, which accounts for about 75 percent, with single-
family attached accounting for eight percent, and multifamily accounting for 18 percent. Approximately 69 percent of
new housing permitted in Sherwood between 2000 and 2014 was single-family detached housing.

www.lelandconsulting.com Page 8



Projections.

Sherwood is forecast to add 1,728 new households between 2019 and 2039. Of these, 700 new households will be inside
the existing city limits; 1,029 new households will be outside the current city limits in the Brookman Area.

According to the HNA, the forecast for growth in Sherwood is considerably below historical growth rates. Metro’s
forecast for new housing in Sherwood shows that households will grow at an average annual growth rate of 1.1 percent
per year. In comparison, Sherwood’s population grew at 3.4 percent per year between 2000 and 2013 and 8.0 percent
per year between 1990 and 2013.

Land Supply. Sherwood'’s land base can only accommodate 65 percent of the forecasted population growth. Vacant and
partially vacant land in the Sherwood Planning Area can accommodate 1,121 new dwelling units of the forecasted need

for 1,728 units, leaving a deficit of land for 608 units. If Sherwood grows faster than Metro’s forecast during the 2019 to

2039 period, then Sherwood will have a larger deficit of land needed to accommodate growth.

The largest deficits are in Medium Density Residential-Low (154 dwelling units), Medium Density Residential-High (252
dwelling units), and High-Density Residential (145 dwelling units).

At faster growth rates, Sherwood's land base has enough capacity for several years of growth. At growth rates between
2.0 to 4.0 percent of growth annually, the land inside the Sherwood city limits can accommodate two to five years of
growth. With capacity in the Brookman Area, Sherwood can accommodate four to 10 years of growth at these growth
rates.

Additional housing growth in Sherwood depends on the availability of development-ready land. The amount of growth
likely to happen in Sherwood over the next few years is largely dependent on when the Brookman Area is developed,
when the Sherwood West area is brought into the UGB and annexed, and when urban services (such as roads, water,
and sanitary sewer) are developed in each area.

Sherwood has a relatively limited supply of land for moderate- and higher-density multifamily housing. The limited
supply of land in these zones is a barrier to the development of townhouses and multifamily housing, which are needed
to meet housing demand resulting from the population growth of people over 65, young families, and moderate-
income households.

Development Trends

This section describes the general development trends for residential, commercial, and employment development in and
around Sherwood, including a discussion of planned development in each of the nearby UGB expansion areas of King
City West, Tigard River Terrace, and Beaverton’s Cooper Mountain.

Sherwood Overview by Land Use Sector

Sherwood is experiencing strong growth in all development sectors. The map below provides the location, size, and type
of new and existing development in and around the City. Most of the newer (built since 2010—symbolized with the
bolded outline in the map) single-family/owner-occupied housing development has occurred on the City periphery
where most of the vacant land exists. Industrial has largely clustered in east Sherwood along Tualatin-Sherwood Road.
Commercial (retail, office, specialty, other) and multifamily residential development are more centralized, clustering
along major arterials (Highway 99W and Tualatin-Sherwood Road) and in Old Town.

Industrial users tend to cluster near other users for a myriad of reasons, and so as long as there is developable land that
meets that user's needs, the TEA and the surrounding area are likely to remain the most attractive location for new
industrial users. Sherwest West may attract industrial users in select locations, especially as land availability diminishes
elsewhere. Office users, while currently one of the most impacted land use sectors by the Covid-19 pandemic, might
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consider Sherwood West an attractive location, especially if it develops in a way that offers a variety of amenities,
services, and housing options (both in and near the area).

Figure 1. Development Overview by Land Use, Size, and Building Status
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Source: Costar, Metro RLIS (SFR Data), City of Sherwood, LCG

The chart below and the table that follows show total development by year built for the City of Sherwood. There was a
significant decline in residential construction activity going into and since the recession of 2007-2008. Multifamily
construction has been consistent over the past three decades, averaging almost 26 units or 30,000 square feet per year.
Industrial activity has increased again in the past decade following a relative hiatus between 2000 and 2010. Office
activity has been very limited, as has healthcare and hospitality, although is likely growth opportunities for Sherwood
West that capitalize on several emerging trends, including hub and spoke office development, proximity to Wine
Country, proximity to major household growth areas, population growth of all age demographics, and the localization of
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healthcare, among other trends that will be further explored in following documents. Retail development activity
increased in the 2000s following strong residential growth in the previous decade and has continued into the past
decade.

Figure 2. City of Sherwood Square Feet of Development by Year, 1990-2021
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Source: Costar, Metro RLIS (SFR Data), LCG

Table 3. City of Sherwood Residential Units and Square Feet of Development by Decade Built

Year Built SFR Units MUItimen:LZ Industrial Office Retail Health Care

Pre-90s 672 225 177,139 29,319 164,187 0 0
‘90 to '00 2,844 256 709,574 38,265 107,812 52,893 0
‘00 to ‘10 1,655 261 332,881 127,036 402,803 0 0
10 to '20 349 249 626,206 20,000 327,462 0 70,993
Total 1,668,661 185,301 838,077 52,893 70,993

Source: Costar, Metro RLIS (SFR Data)

Industrial

The Sherwood industrial submarket contains around 1.7 million square feet of industrial space and can be considered a
midsized submarket. The industrial sector has generally been shielded from the worst effects of the COVID-19
pandemic, and rapid growth in demand for distribution facilities—largely due to ecommerce—has spurred significant
new investment activity. There is potential to capitalize on these opportunities in Sherwood given the proximity to
Highway 99W.
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Vacancies have increased significantly over the past year to 13.0 percent, up from 5.1 percent at this time last year,
which, in turn, was slightly lower than the five-year average of 5.4 percent. However, this appears largely because of the
three new buildings in the Cipole Industrial Park (TEA) completed in 2020 that total about 240,000 square feet and are
yet to be fully occupied. According to Costar, leasable available industrial space totals 290,000 square feet of a total
inventory of 2.2 million. According to the City of Sherwood, approximately 34,000 square feet in one new building is
being sold to a manufacturer and an unknown additional amount of square is likely to get sold to an Australian
company for their North American headquarters. The higher vacancy rate should not, therefore, be considered an
indication of weak demand.

Net absorption came in at 18,000 square feet over the past year, slightly above the five-year average of 14,400 square
feet. Rents grew by 6.1 percent over the past 12 months, in line with the five-year average but lower than this time last
year.

New development supply pressures on vacancy or rent are generally limited to the Tonquin Employment Area
(described below) in the near term, although few other places in Sherwood could accommodate significant new
development projects without larger tracts of additional land being planned for employment uses, such as in Sherwood
West. As indicated previously, the EOA indicated a surplus of industrial land, but most of it was small, challenging to
develop sites.

Leland Consulting Group understands that there is significant interest in Sherwood from industrial users that is likely to
continue the considerable construction activity seen in Sherwood over the past three years. Between 2018 and 2020,
approximately 250,000 square feet of industrial space was delivered to market, representing a 12.8 percent cumulative
expansion of the inventory. As this recent inventory expansion is absorbed by new or expanding users in the area and
the available land supply diminishes, there may be a slowdown in industrial construction in the near term (approximately
2-5 years) until additional land is planned for industrial expansion opportunities. As one of only a handful of new growth
areas in the metro, Sherwood West may capitalize on this and other several pertinent trends over a longer timeframe,
including:

e Increasing automation of the manufacturing industry will decrease company’s needs to locate near large
population clusters and potentially result in companies seeking land on the urban periphery.

e Rapidly shifting consumer behaviors, such as ecommerce growth, will continue to enhance demand for
distribution and land-mile warehousing facilities.

e Electrification and automation of vehicles will continue to require distributors to locate near major
transportation routes.

Tonquin Employment Area. The Tonquin Employment Area (TEA) was brought into the region’s UGB by Metro in 2004
and the City of Sherwood completed a concept plan for the area in 2010. The TEA vision is of industry supporting high-
tech manufacturing and traded sector jobs. Properties within the Tonquin Employment Area will be annexed into the
City of Sherwood upon request by the property owners. Upon annexation, the properties will be zoned Employment
Industrial (EI).

There has not yet been a completed project within the TEA since the adoption of the concept plan, but the development
pipeline indicates that most of the land is already accounted for, with several projects at various planning and
development stages.

www.lelandconsulting.com Page 12



¢ Most notably, a large multi-phase project called the T-S
Corporate Park, which involves five industrial buildings on 46.53
acres, is underway at 12822 SW Tualatin Sherwood Road. Two
buildings totaling about 144,000 square feet are underway and
a third 183,000 square foot building is proposed for 2022, per
Costar data and the City of Sherwood. Upon completion of all
five buildings, T-S Corporate Park is expected to contain
approximately 535,000 square feet of space for warehousing
and industrial uses. At an estimated employment density of
1,000 square feet per employee, the T-S Corporate Park would
employ around 535 people. According to the City of Sherwood,
there is strong interest from a variety of companies, including tech, advanced manufacturing, and ecommerce
occupiers. It was also indicated that there is more interest than the site can accommodate.

e South of the T-S Corporate Park, the Willamette Water Supply Program will begin construction of a statteof-
the-art water treatment plant on two acres of 46 total site acres beginning in late 2021-early 2022. The
treatment plant improvements will include the construction of a portion of Orr Drive, an important east-west
connection within the TEA.

e  Multiple parcels totaling approximately 60 total acres with frontage on SW Oregon Street are controlled by a
major investment company. Two-thirds of the site is currently annexed and the remainder is likely to be
annexed soon, with plans for a 900,000 square foot industrial park with multitenant buildings known as the
Sherwood Commerce Center.

e Two parcels containing 38.7 acres fronting onto SW Tonquin Road were annexed in early 2021. According to
the City, the property owner has indicated plans to develop approximately 400,000 square feet of new industrial
space on the property.

e A 9.2-acre property with frontage on SW Oregon Street and SW Tonquin Road was annexed in early 2021.
There is a pre-application submittal for over 100,000 square feet of new industrial space.

e There was previously interest in developing a 4.6-acre site frontage SW Oregon Street, but the owner has
indicated holding off until there is more information about the proposed east-west industrial collector road
through the TEA.

e  Other properties in the TEA are generally accessible by Dahlke Lane, but development challenges include the
quality of the road, the location of the major Bonneville Power Authority and PGE transmission lines,
incompatible existing development requiring redevelopment, limited quality access, and various topographical
and environmental barriers. It is expected that these properties will develop last in the TEA.

e The proposed 2021 URA will provide funds for infrastructure for the TEA and for various sites/projects along
99W.
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Figure 3. TEA Development Project Pipeline
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Source: LCG, City of Sherwood

Office

Sherwood’s office submarket is locally oriented with roughly 200,000 square feet of office space. The vacancy rate has
risen somewhat over the past 12 months as of 2021 Q2, but at 2.3 percent, the rate was well below the 10-year average
of 6.1 percent.

Annual net absorption for the past year is negative 2,700 square feet, reflecting an increase in vacancies that were likely
induced by the COVID-19 pandemic. Over five years, net annual absorption has averaged 1,100 square feet. Despite the
rising vacancies and challenges of the last year, average rents increased by 1.7 percent over the past year—slightly lower
than the 3.0 percent average change over the past decade—to a 10-year high of $24.61 per square foot.
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There are no development supply pressures on vacancy or rent in the near term, as there is no new known office
construction in the pipeline. This lack of construction extends a prolonged hiatus from new development in the
Sherwood area; it has been more than 10 years since an office project was delivered. The Economic Challenges and
Constraints memo that follows this document will provide additional details about specific opportunities to include
office space as a component of employment-oriented land development.

The pandemic remains a major disrupter to the economy at large and creates uncertainty in the development and
investment community. Looking ahead, the effect of the pandemic has the potential to redefine the use of office space,
as employers reevaluate the safety and health of workers. As the office sector emerges from the COVID-19 pandemic,
there may be pent-up demand for new leasing opportunities, particularly offices in suburban locations that offer more
space at more affordable rates than premier office locations like the Portland CBD.

Retail

Retail vacancies in Sherwood, at 2.7 percent, are lower than the five-year average of 5.0 percent, albeit higher than this
time last year. The rate is also significantly lower than the region's average. Meanwhile, rents have increased by four
percent in the past year, slightly lower than the five-year average of 4.2 percent.

New construction has averaged approximately 50,000 square feet annually over the past five years, although nothing
has been built in the past year since the COVID-19 pandemic began. Except for Parkway Village South (described
below), there is very little new development in the pipeline and Sherwood does not appear to face a burgeoning wave
of development supply pressure. Retail investors are also reasonably active in Sherwood and pricing is above the
region's average.

The commercial real estate environment, and particularly the retail sector, remains uncertain due to the pandemic and
the increasing demand for ecommerce. Even with vaccines, it is probable that retailers will continue to face turbulence in
the coming quarters. Those effects will likely linger for the foreseeable future, impacting demand, rent growth, and the
capital markets in the process. However, as household growth occurs in Sherwood and in nearby areas (including the
competing UGB expansion areas to Sherwood West that are described later in this memo), there will be increased
demand for new retail development. Retail in Sherwood is likely to draw most of its customers from within the City and
from areas to the south, rather than from areas to the north and east where there are preexisting retail and commercial
clusters. That being said, unique regional drawers or major destinations will likely have a much larger trade area from
which to pull customers than convenience-based retail.
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planned for this part of the metropolitan region is
primarily non-retail is telling and reflects the changing composition of commercial development and a desire for
differentiation in an often saturated retail market.
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Rental Residential

Sherwood shares a multifamily/apartment submarket with Tualatin and is conveniently located between major
employers in the Sunset Corridor and Wilsonville. Vacancies generally trend below the regional Metro area rate, but can
be volatile as there are only 3,888 total units (1.9 percent of the regional market), so small changes in new inventory or
absorption can make significant impacts. Regardless, occupancy is currently at 95.9 percent—close to the five-year
high—indicating strong and consistent demand for new development.

Annual rent growth 6.0 percent in the past year, up from an annual average of 3.3 percent over the past five years. Rent
growth in 2019 was triple Portland's overall average, ranking near the top of all apartment submarkets in the region, but
slowed in 2020 due to the coronavirus pandemic.

Only four new developments were delivered to the market in the past decade, representing about 320 total units, and
no additional projects are in the pipeline. Though few multifamily sales have occurred since 2017, the submarket
occasionally sees sizable institutional investment.

Significant growth in the population aged 55 and over has given rise to the growing demand for certain housing types,
including apartments, assisted living facilities, and small-format single-family detached and attached residential.

Ownership Residential

Sherwood'’s owner-occupied housing market is considered competitive, with a sale-to-list price ratio of around 101.3
percent and averaging less than 20 days on the market before going pending.

Sherwood's housing stock is relatively new compared with the rest of the Portland Metro region. Almost half of all
Sherwood single-family homes were built in the 1990s, averaging 284 new units built per year, with another third built in
the 2000s, averaging 150 new units built per year. Construction slowed since 2010, with new construction averaging 32
units per year, impacted by both the lasting effects of the Great Recession and the diminishing availability of buildable
residential land (not including the Brookman area). Upon annexation of additional residential land in the Brookman area,
single-family residential construction is expected to pick up again. The city has annexed roughly 65 acres to date and
three new subdivisions have been approved with a total of 232 lots. These households will generate demand for both
nearby commercial amenities and services and employment opportunities.

Figure 4. Single-family Homes by Year Built
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In March 2021, Sherwood home prices were down 5.9 percent compared to last year, selling for a median price of
$585,000. On average, homes in Sherwood sell after 16 days on the market compared to 22 days last year. There were
37 homes sold in March this year, up from 22 last year.
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Hospitality

While the hotel industry has been among the most significantly impacted real estate sectors by the COVID-19
pandemic, it is now seeing buyers flock to distressed properties. Sales have surged nationwide; a clear signal some
commercial real estate investors are ready to act while others may still be waiting for similar action in other sectors such
as office or retail.

Sherwood’s only hotel—a 73-room, 71,000 square foot Hampton by Hilton—was built recently in 2020 along Highway
99W, reflecting a highly limited market.

The hotel industry appears poised for recovery as people begin to travel once more. However, future disruptions in the
near term (0-2 years), such as new waves of coronavirus infections, continuing competition from Airbnb and similar
models, too few hotel workers and patrons vaccinated, a glut of supply, and continued reduced business travel may
continue to dampen hotel prospects. That being said, there are most likely opportunities that can capitalize on
Sherwood's proximity to Wine Country and an increasing number of prominent companies in the area, among other
emerging trends. These opportunities will be further explored in later tasks.

Southwest Metro Region Expansion Areas

Sherwood is part of the Metro region. All cities in Metro share one regional UGB. This boundary is the line between
urban and rural/resource uses and development. The following map shows the location of Sherwood West relative to
the current location of Metro’s urban and rural reserves, denoted in blue and green, respectively. Understanding the
timing of the development in both of these areas is critical to determining the extent of the demand for various uses in
Sherwood West in the near- and mid-term, as well as how much land will be needed to serve longer-term growth.

The reserves designated by Metro represent the region’s policy regarding land supply needed over the next 50 years.
However, the Portland metropolitan region has experienced higher-than-expected economic growth and housing
construction, resulting in a quickly diminishing availability of developable land since the designations. A reassessment of
land needs, therefore, is likely to be triggered sooner than expected.

In short, it is safe to assume that areas to the west and south will be developed at some point. This analysis, therefore,
takes a phased approach to assessing development potential in Sherwood West. In the near term (0-10 years),
Sherwood West will continue to be an edge location. As development occurs over the longer-term (20+ years), it will
become increasingly central to surrounding neighborhoods. Thus, it is important to identify short-term opportunities
based on the current market while maintaining a long-term outlook, particularly if the City’s vision for economic
development does not align with what the current market allows.

Sherwood West is one of several planned expansions in the southwest metro region. Others include Tigard River
Terrace, Beaverton Cooper Mountain, and King City West. How and when these areas develop will directly impact the
market and compete with the study area.

Other expansion areas exist along the I-5 and 1-205 corridors. These areas are in various stages of planning but are likely
to serve a different market area and, therefore, not directly compete with Sherwood West. For major employment uses,
there might be some level of competition at the regional level, but Leland Consulting Group anticipates sufficient
demand for these uses. A myriad of other challenges also pose barriers to developing these areas, including topography
and political hurdles.
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Figure 5. Metro Urban and Rural Reserves
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The following table summarizes the scale of planned development in each of these expansion areas.
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Table 4. Planned Development Summary

Expansion

Area

Commercial / Residential
Employment

Additional Notes

River Terrace
1.0

25,000 to 40,000 sq. ft.
(building area)

2,587 units; 75% Single-
family, 25% Multifamily
(about 1,200 units built
to date)

Residential Development is currently
underway and is expected to finish in the
next several years. Construction of
commercial space is expected in late 2021.

City (King City
West)

ft. (building area)

mix of single-family and
multi-family homes.

Tigard River 10 to 30+ gross acres of | Approximately 3,100 to | A mix of SFR detached and attached and MFR

Terrace 2.0 employment and/or 4,500 total residential apartments are expected. Employment uses
commercial uses units, are desired by the City.

Cooper 10-acre main street South CM: 3,430 units Residential Development currently underway,

Mountain commercial Urban Reserve Area: existing high school, future development at

(CM), Est. 80,000 to 120,000 3,760 units North Cooper Mountain. Limited

Beaverton sqg. ft. (building area) North CM: 300 units competition.

URA 6D King Est. 54,000 to 85,000 sq. | 3,576 units, including a Limited existing household support and

physical barriers limit market area, this area is
the most removed from centers of population
and employment.

Source: LCG

The UGB expansion areas are expected to get built out in the following order.

e River Terrace 1.0
e South Cooper Mountain
e King City West (URA 6D)
e River Terrace 2.0

King City 6D

King City Urban Reserve Area 6D is a 528-acre expansion area to the west of the existing city limits. SW Beef Bend Road
and SW Roy Rogers Road border the area on the north and west, respectively. The south boundary is formed primarily
by the southern segment of SW Elsner Road and the Tualatin River.

According to the 2018 concept plan, the area could accommodate as many as 3,576 housing units, including 1,222
multifamily units, 560 single-family attached, and 1,794 single-family detached. The 2017 King City Market Study
estimated 500 to 950 housing units could be absorbed within the first 10 years of construction.

King City is looking to develop a town center, which is likely to serve these new residents. Development is likely to
compete with River Terrace 2.0 or be part of a compatible commercial/employment cluster near Beef Bend Road.

Tigard River Terrace

River Terrace 1.0 is a 500-acre area on Tigard’'s westernmost edge. It was added to the region’s Urban Growth Boundary
in 2002 and 2011 to accommodate future housing needs. Approximately 1,200 units are currently built in the area, about
three-quarters of which have been built since 2016 (233 were built between 2000 and 2015). Continued build-out of
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Tigard River Terrace 1.0 (excluding the River Terrace 2.0 West and South study areas) will result in a total of 2,600
residential units (single-family and multifamily), approximately 25 percent of which will be multifamily.

The River Terrace Town Center is also proposed in the area, a “Main Street” development type that will include 350
residential rental units and 25,000 to 40,000 square feet of neighborhood-serving commercial, likely involving a small
format or specialty grocer, medical or professional/financial offices, and food service and drinking establishments.
Development is expected to start in late 2021.

River Terrace 2.0 is the next phase of planning in this area. Two urban reserves are totaling over 500 acres to the west
and south of the current River Terrace (1.0). River Terrace 2.0 is expected to feature a wider variety of housing options
(with average residential densities of 16 to 24 units per acre), recreation, and employment areas. River Terrace 2.0 is
expected to add between 3,100 to 4,546 units at full project built out.

Between 10 and 30 or more acres have been identified for commercial and employment uses. It remains too early in the
planning process to describe these plans in more detail.

Collectively, the River Terrace areas may include more than 11,000 new residential units and substantial land planned for
commercial and employment growth.

Beaverton Cooper Mountain

The Beaverton Cooper Mountain Community Plan is a multi-year effort to plan for the 1,232-acre Cooper Mountain
area, which was added to the region’s urban growth boundary in 2018. The Cooper Mountain Community Plan will
establish a long-term vision for the area’s growth and development to support welcoming, walkable neighborhoods that
honor the unique landscape and ensure a legacy of natural resource protection and connection. The Cooper Mountain
area is located southwest of Beaverton outside the current city limits.

The Cooper Mountain area consists of three areas: a 510-acre area to that north that is inside the UGB but still in
unincorporated Washington County; a 544-acre area to the south that was annexed into the city in 2012 (South Cooper
Mountain); and a 1,232-acre urban reserve area in-between.

Urban Reserve Area. Current Washington County zoning is primarily Agricultural and Farmland and Rural Residential
zones; however, Beaverton will apply its own zoning to the area once properties are brought inside city limits and the
area is anticipated to provide at least 3,760 future homes, including a mix of single-family, multi-family, and middle
housing types such as townhomes, duplexes, triplexes, and fourplexes. The City anticipates completing the Community
Plan in December 2022, after which it will begin accepting owner-initiated applications for annexation and development.

South Cooper Mountain. Due to its proximity to Sherwood and location on Scholls Ferry Road and near Roy Rodgers
(providing north-south access to Sherwood), the 554-acre South Cooper Mountain is expected to be the primary
competition for new development in Sherwood West out of the three Cooper Mountain areas. The South Cooper
Mountain Plan shows that the area could support up to 3,430 housing units and between 47,000 and 142,000 square
feet of new commercial space, which would primarily be driven by demand from new residents. South Cooper Mountain
is expected to be nearly built out as early as 2024. There is also a new high school that will hold up to 2,200 students
and 200 staff.

North Cooper Mountain is slated to support another 300 housing units if new zoning is adopted in the northern
portion of the area; utilities are made available; and, properties annex to the City of Beaverton.

Transportation

The regional transportation network serving Sherwood West and surrounding areas is planned for a number of updates
and improvements that will be needed to serve future residential and employment growth and changing land use
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patterns. Washington County recently completed an Urban Reserves Transportation Study (URTS) project, which is
intended to inform concept planning in the urban reserves (including Sherwood West), help ensure that the County
meets mobility and capacity standards on area roadways, and provide a roadmap to funding transportation system
improvements as the urban reserves develop in the future. Notable projects in the vicinity of Sherwood West include:

e Roy Rogers Road: Washington County plans to widen Roy Rogers Road between Scholls Ferry Road and 2,500
feet south of Bull Mountain Road to five lanes with bike lanes and sidewalks. This project is expected to be
completed in December 2021.

e Tualatin Sherwood Road/Roy Rogers Road: Washington County plans to widen Tualatin-Sherwood Road/Roy
Rogers Road, between Borchers Drive and Langer Farms Parkway, to five lanes with bike lanes and sidewalks
and additional turn lanes at Highway 99W. The project is expected to begin in Fall 2021.

e SW Brookman Road: When the Sherwood West area annexes to the City, SW Brookman Road (SW Chapman
Road) will be upgraded to an urban facility with facilities for bicycling and walking, and the City is exploring
crossing solutions at Highway 99W.
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